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This report is one of a series of Bureau of International 
Commerce publications focusing on foreign market op- 
portunities for U.S. suppliers. The series is made availa- 
ble by the Bureau’s Office of International Marketing in 
cooperation with the U.S. Foreign Service-Department 
of State. Most reports are based on research conducted 
by overseas contractors under U.S. Foreign Service 
supervision or by economic and commercial officers of 
the Foreign Service or Department of Commerce. 


Some of the data in this series is reproduced in its 
original unevaluated form and the distribution of this 
document does not necessarily imply the concurrence 
of the Department of Commerce in the opinions or 
conclusions contained therein. 


As part of its marketing informaiion program, OIM 
makes available to the U.S. business community, on a 
continuing basis, eight types of publications and re- 
ports. 


1. Global Market Surveys: \|n-depth reports covering 20- 
30 of the best foreign markets for a single U.S. 
industry or a group of related industries. 


. Country Market Sectoral Surveys: \In-depth reports 
covering the most promising U.S. export opportuni- 
ties in a single foreign country. About 15 leading 
industrial sectors are usually included. 


. Producer Goods Research: \n-depth reports covering 
the best foreign sales opportunities for a single U.S. 
producer goods industry, or group of industries. 


. Consumer Goods Research: \n-depth reports cover- 
ing the best foreign sales opportunities for a single 
U.S. consumer goods industry, or group of indus- 
tries. 


. International Marketing Newsmemo: information bul- 
letins received directly from the U.S. Foreign Service; 
reports prepared by U.S. businessmen or Department 
of Commerce officers; and usually distributed un- 
edited. They cover a wide variety of industries, prod- 
ucts, and countries. 


. Overseas Business Reports: Reports that include 
current and detailed marketing information on all of 
our leading trading partners. Most are revised an- 
nually. 


. Foreign Economic Trend Reports: Annual or semian- 
nual reports prepared by the U.S. Foreign Service 
that cover, individually, almost every country in the 
world. 


. International Marketing Events: Brief market sum- 
maries in support of trade promotion events orga- 
nized by the Office of International Marketing. Also, 
detailed calendars of upcoming events. 


To supplement and up-date the marketing information 
available in this series, and for specific ordering infor- 
mation, we suggest that you telephone the nearest 
Department of Commerce District Office or the Country 
Marketing Manager responsible for the area or areas in 
which you are interested. A directory of these key 
people and offices is printed on the back cover. 
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KEY ECONOMIC INDICATORS 


($ millions) 


75/74 Estimated 
Exchange Rate: US$1.00 = ¢8.54 1974 1975 % Change 1976 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at current prices 1,543 1,933.5 2,195 
GDP at constant 1970 prices 1,019.2 1,053.3 1,112 
Per capita GDP current prices 799 976 1,075 
Plant & equipment investment 403.2 434.2 
Personal Income 699.5 885.6 


Labor Force (men & women) 577,000 595 ,000 
Avg. Unemployment Rate N.A. N.A. 


MONEY & PRICES 


Money Supply (M1) 

Interest rates (to industry) 
Wholesale prices (1966 = 100) 
Retail prices (1975 = 100) 


BALANCE OF PAYMENTS €& TRADE 


Gold & For. Exch. Reserves 
External Public Debt 
Annual Debt Service 
Balance of Payments 
Balance of Trade 
Exports, FOB 

U.S. Share 

CACM Share 
Imports, CIF 

U.S. Share 

CACM Share 


MAIN IMPORTS FROM U.S. 
(Latest full year = 1975) 


Paper and paper products $27 million 
Wheat $19 
Fertilizers $15 
Construction machinery $11 
Agricultural machinery $7 
Non-edible starches $7 
Plastics $6 
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COSTA RICA 


Summary 


In 1976, Costa Rica achieved a significant gain in real economic growth 
while simultaneously making substantial progress in overcoming inflation 
and a serious balance of payments deficit. The foundation laid in 1976 
prepares the way for continued recovery and sound growth in 1977, if 
inflation is kept under control. 


Real growth in gross domestic product (GDP) in 1976 was estimated at 5.5 
percent, a healthy increase from the 3.3 percent of the previous year and 
a return to close to the 6 percent annual growth that prevailed in the 
prosperous decade of the sixties. Exports of traditional agricultural 
products increased by 14 percent in value, assisted by high coffee prices 
and continued favorable prices for bananas. Exports of manufactures, 
mainly to other countries of the Central American Common Market, increased 
by a striking 31 percent. 


Progress in reducing inflation and the trade deficit was impressive. Infla- 
tion, as measured by the wholesale price index fell to 9.2 percent in 1976, 
as compared to 14.3 percent in 1975 and 38 percent in 1974. The trade 
deficit was reduced to $185 million, as compared to the peak level of $281 
million reached in 1974 and the $204 million level of 1975. The main 
instruments used to combat these two problems were credit restraints and 

very high surcharges on non-essential imports. The Government also attempted 


to exercise budgetary restraint, but overall expenditures nevertheless grew 
by 25 percent. 


For 1977, the outlook is for a prosperous year, but policy makers will have 
to be wary of forces that could re-ignite inflation. The most obvious 
dangers are excessive liquidity from high coffee prices and the likelihood 
of strong pressures for additional government spending in a pre-election 
year. The Government is aware of both dangers and has developed a program 
to absorb excess liquidity from the coffee sector and has pledged to hold 
down spending. 


The economy is expected to grow by 6 percent in real GDP terms in 1977, 
and a substantial strengthening of the balance of payments is expected. 
Export earnings will rise 26 percent, mainly because of higher coffee 
prices. Costa Rica's trade deficit will shrink to $149 million, a level 
that can be considered normal based on the current size of the economy and 
the level of capital inflows. Reserves will rise to about $190 million. 
U.S. exports are maintaining their strong competitive position in Costa 
Rica. Trade opportunities will be particularly attractive in capital goods, 
including specialized equipment for electric power generation, communica- 
tions and health care. High import surcharges and specific consumption 
taxes will continue to affect sales of non-essential consumer goods, but 
high coffee earnings will nevertheless stimulate imports of some categories 
of consumer goods. 





A. CURRENT EOONOMIC SITUATION AND TRENDS 


Domestic Economy 


In 1976, the economy of Costa Rica exhibited strong signs of recovery 
from the 1975 "stagflation." The recovery was especially evident in 
the latter part of 1976, as price indexes showed a marked reduction in 
the rate of inflation and the pace of the economy quickened. Real GDP 
growth in 1976 has been calculated at approximately 5.5 percent. High 
coffee earnings as well as the reduction in November of some of the 
selective consumer taxes and import surcharges were responsible for an 
increase in retail sales during the latter part of the year. Employ- 
ment continued to rise in 1976, as more workers entered the labor force 
and were absorbed into productive activities. Data available through 
September 1976, show that in the first nine months of the year industrial 
employment increased 8%, agricultural employment rose by 6%, and employ- 
ment in government and personal services increased by 5%. 


Through 1975 and 1976, government policy has pursued four fundamental 
objectives: 1) to maintain the value of the colon, currently at 8.54 
to the dollar; 2) to reduce the deficit in the trade account of the 
balance of payments from the record of $281 million reached in 1974; 
3) to lower the inflation rate which based on the GDP deflator ran at 
30 percent in 1974 and 22 percent in 1975; and 4) to maintain produc- 


tion at a reasonable level despite the deflationary effects of policies 
designed to achieve the first three objectives. By all available 
measures, these objectives were achieved in 1976. 


Inflation, as measured by the Wholesale Price Index fell to 9.2 percent 
in 1976, compared to 14.3 percent in 1975, and 38 percent in 1974. A 
major government instrument in fighting inflation has been restrairt on 
credit. Total credit growth has been kept to $159 million, and the 
growth rate down to 22 percent compared to the 38 percent growth rate 
in 1975. Credit restraint has been primarily accomplished by setting 
reduced limits on loans to various sectors. During 1976, the money 
Supply increased by 21 percent, to $400 million. 


To achieve a lower inflation rate, the government has taken a strong 
position against significant wage increases. Nonetheless, in January 
1976, it acknowledged the effect of inflation by ordering increases in 
the minimum wages ranging from 8 to 18 percent. The lowest paid workers, 
hardest hit by the high rate of inflation during 1975, received the 
greatest increases. For example, dairy workers and bakery workers 
received 16 percent minimum wage increases, while higher paid workers, 
such as construction workers and television repairmen, received minimum 





wage increases of only 8 percent. 


Attempts by workers earning more than the minimum wage to obtain signif- 
icant raises elicited strong counter-pressures from the government. In 
the case of the wage settlement at the Government's electricity corpora- 
tion (ICE), the government reacted strongly to a 5.5 percent increase 
agreed to by ICE management and the workers and forced the workers to 
accept wage increases averaging about 4.5 percent. In doing so, the 
government made clear its concern about a possible rebirth of the high 
inflation rates of previous years if wage demands are not kept ata 
reasonable level. 


Controlled prices for basic necessities have been another weapon in the 
government's fight against inflation. During 1976, the government 
reduced the price of rice, and continued selling subsidized rice, beans 
and corn, as well as other products, through the retail outlets of the 
National Production Council (CNP). The government also intensified its 
efforts to police violations of controlled prices, as well as specula- 
tive price-setting, ‘by adding to the number of price inspectors and by 
simplifying the procedures for denouncing violations of the Consumer 
Protection Law of 1974. 


Budget 


Central Government expenditures during 1976 amounted to $420 million, 

a 25 percent increase over 1975. Revenue also increased substantially 
but fell short of expenditures, leaving a deficit of an estimated 

$100 million. Thus, fiscal policy did not contribute to the Government's 
anti-inflation program in 1976. 


Whether government spending has grown too rapidly in recent years is a 
point of internal political controversy in Costa Rica. Critics who 

fear inflation and new taxes and who oppose expansion of the government 
sector charge that it has. Defenders of the Government point out that 
if the rate of increase of government expenditure is adjusted for infla- 
tion the real increase in spending has been modest, and is fully justi- 
fied by the country's social needs. The data show that the average 
annual increase in Government spending for the past three years since 
the 011 crisis has been 24 percent. After adjustment for changes in the 
wholesale price index, the average increase has been only 4 percent 

per year. 


Trade and Payments 


Costa Rica made notable gains in its balance of payments situation in 
1976. Improvement of the economic situation in the other Central 





American countries, the main export markets for Costa Rican manufactures, 
contributed to the impressive 31 percent increase in Costa Rica's 
manufactured exports. Ten month data show a 30 percent increase in 
exports of pharmaceutical products, a 76 percent gain in exports of 
insecticides and fungicides, and an impressive 130 percent growth in 
shipments of synthetic fabrics. Exports of dry cells, electrical 
wiring, and clothing were also up. 


Traditional agricultural exports also showed substantial growth in 1976, 
thanks to high coffee earnings. Although in 1976 the amount of coffee 
exported dropped 13 percent to 65.8 metric tons, coffee export earnings 
increased by 65 percent, to $160.1 million, due to the high world cof- 
fee prices. Other traditional agricultural exports such as bananas, 
beef and cocoa remained at about the same level or increased slightly 
in 1976. Sugar earnings, however, dropped to $24 million from 48.2 
million in 1975, as a result of the depressed price for sugar in the 
international markets. 


Exports, by Major Product 


Estimated %Change 
1975 1976 76/75 


Coffee: $ 96. $160. +65% 
Volume (000 MT) TS 65. 


Bananas : S144, $144, 
Volume (million boxes) 54. 53. 


Sugar: $ 48. $ 24. 
Volume (000 MI) 69. 73, 


Beef: $ 32. $ 36. 
Volume (000 Mf) 29. 26. 


Cocoa: $ 5. $ §. 
Volume (000 ML) 5. a 


Subtotal (traditional 
exports ) $326.6 $371.6 +13.7% $507.7 


Other Exports $166.7 $219.2 +31% $252 


Total Exports $493.3 $590.8 +19. 8% $759.7 





Imports into Costa Rica in 1976 continued to be subject to restraints. 
High surcharges, increased consumption taxes, and credit restrictions 
held the total growth of imports to 12 percent. This moderate growth 
of imports, coupled with strong export growth, led to a substantial 
reduction in the trade deficit to $185 million. 


Improvements in the capital account reinforced those in the current 
account. Inflow of private capital increased 46 percent. This made 
it possible for the Government to decrease foreign borrowing while 
still attaining a 10 percent increase in net capital inflow. Foreign 
exchange reserves nearly doubled to $117 million. Foreign public debt 
service amounted to an estimated $90 million in 1976, equivalent to 

15 percent of exports. 


Outlook for 1977 


High coffee prices promise to bring an unprecedented increase in income 
in 1977 to the substantial segment of the Costa Rican economy that is 
dependent on that crop. Total earnings from coffee are expected to rise 
some 86 percent to $298 million. Bananas, Costa Rica's second mst 
important crop, are selling at good prices now and are expected to earn 
about the same amount as last year, about $145 million. Beef export 
prospects are limited by voluntary restraints on shipments to the U.S. 
market, but a slight increase in the restraint level plus increased 
efforts to ship beef to new export markets should yield a modest increase 
over the estimated $36 million earned by beef exports in 1976. Sugar 
producers, plagued by very low prices, must look toward another bad 
year. 


Overall growth of the economy, in terms of real GDP, is expected to be 

6 percent in 1977. Employment will also rise, but substantial unemploy- 
ment will continue to exist except during the height of the coffee pick- 
ing season. 


Management of prosperity to prevent a renewed outbreak of inflation will 
be the main challenge facing the Government in 1977. The potential 
threat comes from excess liquidity in the private sector as a result of 
high coffee prices and from the political pressures for increased Govern- 
ment spending in a pre-election year. 


A program has already been formulated to soak up excess liquidity from 
the unprecedented increase in coffee prices. The Government is offering 
special bonds and hopes to sell £500 million to coffee producers and the 
general public. The Government has also raised the interest rate on 
loans to the coffee sector to encourage self financing by producers. 
Increased reserve requirements imposed on commercial banks will also 





reduce credit availability, and the Central Bank will hold total credit 
expansion to 14 percent. 


The Government's budget deficit is difficult to estimate precisely 
because the usual practice in Costa Rica is to have one or more supple- 
mental budgets in the course of theyear, but it is likely to be of the 
same order of magnitude as last year. Financing a deficit of that size 
without touching off inflation is considered to be within the capabil- 
ities of the monetary authorities. A larger deficit, which could occur 
as a result of election year pressures, could create serious inflation- 
ary pressures, but the Government is aware of the danger and has promised 
to hold down spending. 


A substantial improvement in Costa Rica's balance of payments is expected 
in 1977. Exports are expected to rise 26 percent, thanks mainly to an 
expected 86 percent increase in earnings from coffee. As imports are 
expected to rise only about 17 percent, the trade deficit will shrink 

to about $149 million. This would be considered a normal deficit, 
requiring only a moderate level of borrowing, given the substantial in- 
flow of capital from private investment and development assistance. 


Foreign exchange reserves are expected to increase to about $190 million 
by the end of 1977, if all goes according to plan. If, however, coffee 
producers fail to subscribe fully to bond sales, or if Government 


expenditures should rise more than expected, the effects would show up 
in additional balance of payments outflow, and the increase in reserves 
would be somewhat less than predicted. Such a slippage from policy 
goals, while not troublesome in the short run, would represent a partial 
loss of the opportunity presented by exceptionally high coffee prices 
to build reserves against the time in the not too distant future when 
coffee prices are expected to fall. 


B. IMPLICATIONS FOR THE UNITED STATES 


The United States, traditionally Costa Rica's most important source of 
imported goods, maintained in 1976 its normal market share of 33 percent. 
As total imports increased by 11 percent, the total value of U.S. exports 
to Costa Rica rose to an estimated $256 million. 


The best opportunities for U.S. exporters in 1977 will be in capital and 
specialized equipment in such areas as electrical power generation, com 
munications, and health care. While the majority of purchases for 
infra-structure type projects will continue to be financed by interna- 
tional lending institutions, for projects for which such’financing is 
not available, individual ministries and autonomous institutions can be 
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expected to rely on financing arranged by the supplier. U.S. suppliers' 
success in winning such bids will depend on their ability to provide 
competitive financing packages. 


Exports of consumer goods to Costa Rica will continue to be affected 

by high taxes levied by the Costa Rican Government for balance of 
payments reasons. However, high earnings from coffee will give a 
strong stimulus to consumer sales, and to importation of desirable 
products for which locally-produced close substitutes are not available. 


The market for many U.S. agricultural products in Costa Rica, especially 
corn and beans, has declined as the Costa Rican Government has given 
increased stimulus to food production. However, U.S. wheat sales 
remain strong ($12.6 million in 1976) and sales of dairy cattle and 

Oil meal are also expected to be good in 1977. The outlook for many 
other U.S. agricultural exports will depend on growing conditions for 
competitive production here. Total sales of U.S. agricultural products 
were $22 million in 1976. 


A number of projects offer significant opportunities for sale of U.S. 
equipment or provision of contracting or other services: 


Amount Estimated 
Project ($million) Financing Completion 


Arenal hydroelectric 37 1/ TADB 1979 
Telecommunications 20 1/ " 1982 
Geothermal power 15 1/ * 1980 
Power transmission lines 

and substation 1/ 1977 
Rural electrification 1/ 1980 
Highway Construction 

Southern Coast 1980 

Tarcoles/La Loma 1979 

San José/Puerto Viejo 1979 

Naranjo/Los Chiles 1980 

Palmar/Punta Uvita 1979 

Villa Col6n/Costanera 1980 
Airport improvement 1978 
Fishing vessels and 

refrigeration facilities 1979 
Agriculture machinery and 

equipment TADB/CABEI 1978 
Sulfur Plant GOV'T/PRIVATE 1979 
New Cement Plant Spain 1980 
Fusion, modernization of Atlan- 

tic and Pacific railroads “UNKNOWN 1980 
Ammonia Urea Plan GOV'T/PRIVATE 1980 
Rural Potable Water IBRD 1979 
Improvements to Limon 

(Atlantic Port) Germany 1980 
Hospitals and Equipment TADB 1980 


1/Shows amount to be spent during 1977. For all other projects, the amount 
shown is total project cost. 





Investment Climate 


Costa Rica continues to offer a favorable investment climate. From 
the viewpoint of the foreign investor, constitutional guarantees of 
equal treatment, enforced by an independent judiciary, are of partic- 
ular importance. The Government encourages foreign investment in 
projects considered beneficial to the country, and the incentives 
offered vary depending on such factors as use of local resources, 
employment created, export potential, and whether a similar industry 
already exists in Costa Rica or within the Central American Common 
Market. A highly educated and readily trainable labor force and a 
large hydroelectric potential are additional attractions to the 
potential investor. Earnings on approved and registered investments 
may be repatriated freely. 


The climate for investment in mining enterprises will depend on the 
revision of the mining code that is now underway. Foreign ownership 
of land in Costa Rica is not restricted but there is opposition to 
speculative or non-productive holdings. 


Potential investors who are interested in obtaining detailed infor- 
mation on investment incentives offered by the Costa Rican Government 
may wish to write directly to: 


Export and Investment Promotion Center (CENPRO) 
Post Office Box 5418 
San Jose, Costa Rica 


Available by subscription from the Superintendent of Documents, GPO. Washington, D.C. 20402. Annua' i 
‘ 6 , D.C. e | subscription, $37.50. Foreign mailing, $9. 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, annie D.C. ae 





Commerce 
District 
Offices 


Albuquerque, 87101, (505) 766-2386. 
Anchorage, 99501, (907) 265-5307. 
Atianta, 30309, (404) 526-6000. 
Baltimore, 21202, (301) 962-3560. 
Birmingham, Ala., 35205, (205) 254 
Boston, 02116, (617) 223-2312. 
Buffalo, N.Y., 14202, (716) 842-3208. 


Charleston, W.Va., 25301, (304) 343-6181, Ext. 375. 


Cheyenne, 82001, (307) 778-2151. 
Chicago, 60603, (312) 353-4450. 
Cincinnati, 45202, (513) 684-2944. 
Cleveland, 44114, (216) 522-4750. 
Columbia, $.C., 29204, (803) 765-5345. 
Dallas, 75202, (214) 749-1515. 

Denver, 80202, (303) 837-3246. 

Des Moines, 50309, (515) 284-4222. 
Detroit, 48226, (313) 226-3650. 
Greensboro, N.C., 37402, (919) 275-9111, Ext 345. 
Harford, 06103, (203) 244-3530. 
Honolulu, 96813, (808) 546-9694. 
Houston, 77002, (713) 226-4231. 
Indianapolis, 46204, (317) 269-6214. 
Los Angeles, 90024, (213) 824-7591. 
Memphis, 38103, (901) 534-3213. 
Miami, 33130, (305) 350-5267. 
Milwaukee, 53202, (414) 224-3473. 
Minneapolis, 55401, (612) 725-2133. 
New Orleans, 70130, (504) 589-6546. 
New York, 10007, (212) 264-0634. 
Newark, N.J., 07102, (201) 645-6214. 
Omaha, 68102, (402) 221-3665. 
Philadelphia, 19106, (215) 597-2850. 
Phoenix, 85004, (602) 261-3285. 
Pitteburgh, 15222, (412) 644-2850. 
Portland, Ore., 97205, (503) 221-3001 
Reno, 89502, (702) 784-5203. 
Richmond, Va., 23240, (804) 782-2246. 
St. Louis, 63105, (314) 425-3302. 

Salt Lake City, 84136, (801) 524-5116. 
San Francisco, 94102, (415) 556-5860. 
San Juan, P.R., 00902, (809) 723-4640. 
Savannah, 31402, (912) 232-4204. 
Seattle, 98109, (206) 442-5615. 


Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the Bureau of In- 
ternational Commerce, U.S. Department of Commerce. 


The Bureau is organized geographically with a Country Mar- 
keting Manager responsible for a country or group of coun- 
tries as listed below. Assistance or information about market- 
ing in these countries may be obtained by dialing these key 
people directly: 202-377 plus the given extension. 


Area Extension 
Africa (sub Sahara) 4927 
Europe 
France and Benelux Countries 4504 
Germany and Austria 5228 
Italy, Greece and Turkey 3944 
Nordic countries 3848 
Spain, Portugal, Switzerland and Yugoslavia 2795 
United Kingdom and Canada 4421 
Far East 
Australia and New Zealand 3646 
East Asia and the Pacific 5401 
Japan 2425 
Southeast Asia 2522 
Latin America 
Brazil, Argentina, Paraguay and Uruguay 5427 
Mexico, Central America, and Panama 2314 
Remainder of South America and Caribbean 
countries 2995 
Special units within the Department of Commerce have. been 
created to deal with particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 5737 


Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 


Iran, Israel, Egypt 
Bureau of East-West Trade 
Eastern Europe 
USSR 
Peoples Republic of China 








